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Current Trends 


New housing authority bonds totaling $234 million. . . representing 30 local housing 
authorities. .. were sold in late June at an average net interest cost of 5.9836 percent. This 
compares with the average net interest cost of 5.1077 percent obtained at the last previous 
sale in early March. This was the 81st bond sale since 1951 and brings the amount marketed 
to almost $10.5 billion. 


Secretary Lynn announced an increase in the maximum allowable interest rate for 
mortgages insured by HUD’s FHA from 8 3/4 to 9 percent. . . effective July 8. The increase 
in the maximum rate was made necessary... the Secretary said... by the continuing rise in 
market interest rates...and to insure that prospective homebuyers will continue to have 
access to FHA-insured mortgages. With the interest rate at former maximum of 8 3/4 
percent... the number of points payable has effectively discouraged would-be homebuyers 
and sellers. The new rate was determined after consultation with Donald Johnson. . . Veterans 
Administrator... who simultaneously announced a similar increase in the maximum rate of 
GI mortgage loans. 


Building contracts in May rose to the highest level of any month of 1974 

. according to the F.W. Dodge Division of McGraw-Hill... in spite of the substantial drop 

in housing activity. The monthly total... $10.1 billion... was 9 percent above the level of 

May 1973. The rise in overall construction contracts was attributed mostly to three types: 

electric power plants, oil refineries, and the preparation work for the trans-Alaska pipeline. 

There was also a 57 percent increase over May 1973 in nonbuilding contracts. ..such as 
sewers, highways, and water facilities. 


* 


President Signs Housing Accord With Russia 


The mutual exchange of information and experts. ..and future joint projects in the 
housing and construction fields... were among the various matters President Nixon and the 
leaders of the Soviet Union agreed on in the recent summit meeting. Particular emphasis was 
placed on research covering residential buildings in earthquake-prone areas through a joint 
project on a “priority basis” in seismic areas. A S-year agreement... which can be 
automatically extended for another 5 years between HUD and the Soviet State Committee 
on Construction. .. augments joint field work now underway in earthquake prediction under 
a 1972 Environmental Cooperation Agreement. 


Other topics covered by the accord include the improvement of construction in 
extreme climatic areas. .. including cold and arid regions. .. with special consideration given 
to difficult and unusual soil conditions. The agreement also provides for innovations in 
construction technology... with an evaluation of new methods and materials...and the 
planning, design, and construction of new towns. A joint committee on cooperation in 
housing and other construction will be established to implement the provisions. 


* 


FYI 


Council of State Governments... National Legislative Conference. . . Albuquerque 
. August 12-16. Registration: NCSG, 1150 - 17th Street, N.W., Washington, D.C. 20036. 





Corporate Debt Grows Most 


The Department of Commerce has completed a study that shows overall public and 
private debt on December 31, 1973, hit $2.5 trillion. .. up from $486.2 billion at the end of 
1950. Of the $2.5 trillion. .. corporate debt is not only the highest... at $1.1 trillion. . . it is 
also growing the fastest... at a recent annual rate approaching $300 billion... and up 267 
percent... from $404 billion. . . since 1950. 


Debt of individuals rose 212 percent in the same period. . . from $263 billion to $821 
billion. .. while government debt (Federal, State, and local) has risen. .. by comparison with 
corporate and personal debt... only a modest 93 percent from $308 billion to $593 billion. 


* 
TPP Announced 


Secretary Lynn has announced that 36 Local Housing Authorities have been selected 
to participate in HUD’s $35 million Target Projects Program (TPP). Funding levels for each 
Authority were also announced. TPP is a short-term program to improve the physical 
condition and livability of individual public housing projects that are facing serious 
operational and environmental problems. 


The Authorities selected are: Atlanta; Birmingham; Boston, Burlington, N.C.; Camden; 
Charleston, S.C.; Chicago; Creek Nation, Okla.; Dade County, Fla.; Detroit; East St. Louis, 
Ill.; Gonzales, Texas; Jersey City; Kansas City, Mo.; Lorrain, Ohio; Los Angeles; Louisville; 
Memphis; Mobile; New Haven; New Orleans; New York; Norfolk; Oakland; Oxnard, Calif.; 
Papago, Ariz.; Philadelphia; St. Louis; San Antonio; Turtle Mountain, N.D.; Washington, D.C.; 
Wilmington, Del.; Winnebago County, IIl.; Winston-Salem; and Yakima Nation, Wash. 


Major funding went to the following LHAs: Atlanta, $1.9 million; Boston, $2.0 
million; Chicago, $3.3 million; Detroit, $2.2 million; Los Angeles, $1.1 million; New Orleans, 
$2.2 million; New York City, $5.0 million; Philadelphia, $1.2 million; and Washington, D.C., 
$3 million. 


* 


Migration Analysis Begins 


A research contract intended to take the guesswork out of determining the migration 
of people and jobs into and out of the Nation’s urban centers has been announced by HUD 
Assistant Secretary Michael H. Moskow. . . whose Office of Policy Development and Research 
is funding the 18-month study. The study is being undertaken because urban growth analysts, 
planners, and leaders at various levels of government need and currently cannot get detailed, 
up-to-date. information. on this kind of population trend. to.make. accurate .projections..on 
housing and job needs, public service demands, and tax requirements. “Different kinds of 
people need different numbers and kinds of houses, schools, utilities, and hospitals,” Moskow 
pointed out, “and will have to bear different tax burdens depending on their demand for 
public services and the size of tax bases created. Further, migrants in general tend to behave 
differently from other people during the first year or so after their arrival.” 


Under a $145,150 contract...the Joint Center for Urban Studies of Harvard 
University and the Massachusetts Institute of Technology will develop and test a mathemati- 
cal model capable of simulating by computer the flows of different kinds of people from 
each area of the Nation to each other area, year by year, for the next 10 to 15 years. The 
contract and the model it will produce are part of HUD’s continuing effort to help local 
officials make more effective use of their resources. 


HUD is also planning a related project which will determine the effect of annual 
migrations of the labor force on the economic development of communities and urban areas 
around the Nation. This research will be carried out at the /nternational Development Center 
of Indiana University in Bloomington. 


For further information: Professor David Birch, Joint Center for Urban Studies, 66 
Church Street, Cambridge, Mass. 02138. 





Indian Housing Corporation Shares Profits 


In March 1973... the Standing Rock Housing Corporation was formed. . . and began 
building modular houses for the Standing Rock Sioux Housing Authority under contract to 
HUD. A year later. ..47 employees of the Indian housing organization received a dividend as 
a result of a profit for the first full year of operation. Employees who meet certain 
requirements participate in the profit-sharing program. 


The houses are manufactured in the Corporation’s plant in McLaughlin, South 
Dakota, and are then assembled on location throughout the reservation. 


The operation has been a boon to the Tribe and the local area. During 1973. . . about 
$1.5 million for payroll, subcontracts, materials, and working supplies was spent. This 
represents over $6 million in purchasing power for local business establishments, which has 
helped solidify the economy of the area. 


To date... 158 houses have been completed. . . providing many of the Tribe’s families 
with modern living facilities. 


The comptroller of the Corporation stated that the immediate production outlook is 
much better than previously forecast. A 50 percent increase in sales and a considerable 
increase in profits in 1974 are anticipated. 


* 


Rural Homes Contracts Awarded 


HUD’s program of basic homes for the rural poor has moved into the construction 
stage with the award of contracts to six subcontractors who will build prototype homes in 
rural areas of eight States. 


The subcontractors. .. all public or nonprofit organizations. . . will begin construction 
this summer on a limited number of low-cost, single-family homes in selected rural areas of 
California, Minnesota, South Carolina, West Virginia, Alabama, Maine, New Hampshire, and 
Vermont. Battelle-Columbus Laboratories of Columbus, Ohio, is the prime contractor for the 
overall effort. 


Designed for rural families with incomes ranging from $2,000 to $6,000. .. the basic 
homes prototypes will cost between $6,000 and $12,000, depending on size and location. 
The homes will range from efficiencies to three-bedroom units. Some models will include 
multi-use and loft space that can be partitioned into additional bedrooms by the buyer. All 
units are designed toward achieving low cost by reducing floor areas and amenities and by 
using. .. in some instances. . . advanced building methods. All models. . . however. . . will meet 
health and’ safety requirements of HUD’s Minimum Property ‘Standards, ‘and’ are’ designed for 
low operating and maintenance costs. 


After the completion of Phase I in the Fall... the basic homes will be inspected by 
rural families to determine marketability. Their opinions on the units will be considered 
when HUD evaluates the developer’s design, construction techniques and final products. 


In Phase II...the prototypes are to be used by the subcontractors to implement 
these marketing activities which were developed as part of the delivery system in Phase I. It 
is anticipated that a variety of Federal and State mortgage programs will be used to finance 
the houses that are sold as a result of the marketing program. Purchasing families will also 
receive counseling services from the subcontractors. ' 
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Optimists Receive HUD Award 


Secretary Lynn has awarded a HUD Certificate of Appreciation to Ron Thompson, 
President of Optimist International, for his leadership in creating and supporting a national 
Optimist’s program to help low-income families in inner-city neighborhoods. The program, 
called “Adopt a Neighborhood’’...is a collaborative efforts of Optimists, Local Housing 
Authorities, public housing tenants, and city leaders in a program that will lead to the 
upgrading of inner-city neighborhoods and improved living conditions for public housing 
residents. 


The Optimist Board of Directors, under Mr. Thompson’s leadership, initiated a 12-city 
series of seminars to acquaint some 330 local Optimist Clubs with the human needs in public 
housing projects, and to enlist their cooperation in the “Adopt a Neighborhood” program. 
The program was started as the result of a meeting of a number of service club officials 
called by HUD Assistant Secretary H.R. Crawford in Washington in January. The meeting was 
designed to enlist the large national and international service clubs in helping solve inner-city 
problems, particularly in public housing projects. 


* 
‘Riding To The Rescue’ 


Riding To The Rescue is the title of a recent article in the Wall Street Journal 
. Stating that “Fannie, Ginnie, and Freddie are providing about the only mortgage funds 
available.””’ And, the article goes on: “Here’s the scenario. Interest rates are going up and 
mortgage money is drying up, but Fannie, Ginnie, and Freddie are riding to the rescue of a 
lot of beleaguered people who want to buy...or sell a home.’ None of the three... all 
offshoots of the Federal Government’s efforts to keep an adequate flow of mortgage money 
available at all times... makes loans directly. Their full names are Federal National Mortgage 
Association (FNMA), Government National Mortgage Association (GNMA), and the newest 
agency... Federal Home Loan Mortgage Corporation (Freddie Mac). The article quotes 
Anthony Downs, Chairman of Chicago’s Real Estate Research Corporation. The three are 
currently “supplying a large chunk of mortgage financing when everybody else is out to 
lunch. Together. ..they’re capable of pumping billions of dollars a year into the mortgage 
market.” The three operate by providing a secondary market for mortgage loans through 
various devices for making money available to banks, savings and loans, and other lenders. 
And what is most unusual about Freddie... according to the Journal. .. is that its ultimate 
goal is to “self-destruct” and go out of business. Once its objectives of developing”a private 
market for mortgage funds are achieved, it will liquidate and permit the private market to 
pick up where it leaves off. 
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